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E.O. 11652: N/A 
TAGS: EFIN;EA1D;PK 

SUBJECT: PAKISTAN CONSORTIUM AND DEBT RELIEF 

1. SUMMARY: AT SPECIAL "HEADS OF DELEGATION" MEETING 
OF PAKISTAN CONSORTIUM JUNE 12, IBRD INFORMED CONSORTIUM 
THAT PAKISTAN FINANCE MINISTER ACCEPTS $650 MILLION DEBT 
RELIEF OFFERED BY CONSORTIUM. GOP WANTS RELIEF SPREAD 
OVER FOUR YEARS, $175 MILLION FOR EACH OF FIRST THREE 
YEARS AND $125 MILLION FOR FOURTH YEAR. THERE WAS 
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GENERAL SUPPORT BY CONSORTIUM MEMBERS TO THIS PROPOSED 
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FOUR- YEAR RELIEF REQUESTED BY GOP, INCLUDING U.S. DEL 
WITH CAVEAT U.S. PARTICIPATION WOULD NEED BE STRETCHED 
OUT TO APPROXIMATELY SIX- YEAR ARRANGEMENT EQUATING TO 
EOUR-YEAR PROPOSAL. U.S. PARTICIPATION ON THIS BASIS 
COULD BE MANAGED WITHIN USG INTER-AGENCY CONSTRAINT OE 
LIMITING DEBTS TO BE RESCHEDULED TO A.I.D. REPEAT A.I.D. 

"DEBT IN DISPUTE." BANK REQUESTS CREDITORS INEORM IT 
NLT JUNE 21 AS TO WHETHER PROPOSAL CAN BE FORM ALT .Y 
ACCEPTED. ALL INDICATIONS POINT TO FINAL SETTLEMENT 
BY BANK REPRESENTING ALL CONSORTIUM MEMBERS PRIOR TO 
JUNE 30. END SUMMARY. 

2. PAKISTAN ACCEPTS $650 MILLION: IBRD CHAIRMAN IN- 
EORMED CONSORTIUM MEMBERS THAT PAKISTAN FINANCE MINISTER, 
SUBJECT TO CABINET CONEIRMATION, ACCEPTED CONSORTIUM 

$650 MILLION DEBT RELIEF PROPOSAL ON TERMS REELECTING 
62 PERCENT GRANT ELEMENT. CHAIRMAN SAID GOP AUTHORITIES 
STRESSED THEIR DECISION TO ACCEPT PROPOSAL TURNED 
LARGELY ON GOP DESIRE REINEORCE THE EARNESTNESS OE THEIR 
INTENTIONS TO HONOR THEIR RESPONSIBILITIES TO CREDITORS. 

3. YEARLY DISTRIBUTION OE RELIEE: PAKISTAN UNWILLING 
SPREAD $650 MILLION RELIEF OR EQUIVALENT THEREOE OVER 
MORE THAN FOUR YEARS, AND EVEN IN EOUR-YEAR PERIOD 
WANTED SOME "ERONT-END LOADING" TO REALIZE MAXIMUM 
RELIEF. GOP PROPOSED $175 MILLION RELIEE EACH OE EIRST 
THREE YEARS AND $125 MILLION EOR EOURTH YEAR. GOP 
AGREED TO ELEXIBILITY, ALLOWING CREDITORS UNABLE MEET 
RELIEF QUOTA IN PARTICULAR YEAR TO PROVIDE COMPENSATING 
RELIEF (EQUIVALENT IN PRESENT VALUE TERMS) IN SUBSEQUENT 
YEAR OR YEARS. AS A PERCENT OE DEBT SERVICE DUE ON DEBT 
INCURRED PRIOR JULY I, 1973, PROPOSED DEBT RELIEF IS 77 
PERCENT IN 1975, 69 PERCENT IN 1976, 68 PERCENT IN 1977, 

AND 60 PERCENT IN 1978. 

4. CREDITOR REACTION: CREDITORS PLEASED GOP ACCEPTANCE 
CONSORTIUM PROPOSAL, ATTRIBUTING MUCH CREDIT TO ROLE 
IBRD CHAIRMAN. NO CREDITOR OPPOSITION TO GOP PROPOSAL 
EOR EOUR-YEAR ALLOCATION OE RELIEF, ALTHOUGH U.S. 

DELEGATE NOTED NEED CONSULT WITHIN USG PRIOR PINAL 
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ACCEPTANCE. ONLY ITALY AMONG CREDITORS UNABLE AT THIS 
TIME PIRMLY COMMIT ITSELP TO 62 PER GRANT ELEMENT BUT 
URGED TO CARRY BACK CONSORTIUM CONSENSUS. 

5. .SHARING OF RELIEF: 

(A) STOCK OF DEBT: UNDER TERMS $650 MILLION 
PACKAGE, SHARES OP RELIEF WILL BE PROPORTIONAL TO DEBT 
SERVICE ON STOCK OP DEBT INCURRED PRIOR I JULY 1973 
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RATHER THAN 1 JULY 1974 AS ORIGINALLY PROPOSED BY GOP. 

(THIS BENEEITS U.S. AND, TO LESSER EXTENT, CANADA WITH 
LARGE LOANS, E.G., EXPORT-IMPORT AND CCC, MADE SINCE 
1 JULY 1973.) AGREEMENT WOULD BE EXPRESSED IN 
MEMORANDUM OF UNDERSTANDING SPECIFYING THAT EACH 
CREDITOR WILL PROVIDE RELIEF OF STATED PERCENT OF DEBT 
SERVICE DUE. CONSORTIUM DOCUMENT AT SAME TIME WOULD 
EXPRESS MEMBERS' SHARES IN MONETARY TERMS DERIVED FROM 
AGREED PERCENTAGES. (U.S. ACCEPTANCE OF MEMORANDUM CAN 
BE CONDITIONAL ON MONETARY SHARE REMAINING APPROXIMATELY 
AT LEVEL IN THAT CONSORTIUM TABLE.) IE RELIEF GRANTED 
BY APPLICATION OE PERCENT IN BILATERAL NEGOTIATIONS DOES 
NOT ADD UP TO $175 MILLION ANNUALLY EOR 3 YEARS AND 
$125 MILLION FOR THE FOURTH YEAR, PAKISTAN CAN TAKE 
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MATTER TO CONSORTIUM FOR APPROPRIATE CONSIDERATION 
(PRESUMABLY TO MAKE UP DIFFERENCE). 

(B) SEGREGATION OF DISPUTED DEBT: U.K. "RELUC- 
TANTLY" DROPPED PROPOSAL ADVANCED LAST MEETING (AND 
VIGOROUSLY OPPOSED BY U.S.) TO STRICTLY RELATE SHARES 
TO "DISPUTED DEBT." 

(C) INDEX OF HARDNESS: CANADA ANNOUNCED UNABLE 
PARTICIPATE IN RELIEF OTHER THAN ON "80-20" INDEX OF 
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HARDNESS FORMULA. THIS WOULD RESULT IN APPROXIMATELY 
$2.5 MILLION SHORTFALL IN $650 MILLION PACKAGE. CANADA 
CONCERNED "INDEX OE HARDNESS" PRINCIPLE IN DANGER OF 
BEING ABANDONED, A FEAR REINFORCED BY IBRD'S INDIA 
PROPOSAL WHICH PROPOSED DISCARDING PAST INDEX OF HARD- 
NESS PROCEDURES IN FAVOR STRICTLY PROPORTIONAL FORMULA. 
U.S., U.K. AND NETHERLANDS REASSURED CANADA OF COMMIT- 
MENT TO "INDEX OF HARDNESS," NOTING THE UNIQUE NATURE 
OF PAKISTAN CASE, AND REAFFIRMING INTENTION PURSUE INDEX 
OF HARDNESS IN ANY INDIA RELIEF OPERATION. SWEDEN, 
HOWEVER, A FORMER ADVOCATE OF INDEX OF HARDNESS, NOW 
THOUGHT HARDNESS PRINCIPLE SHOULD BE DROPPED. ALL 
CREDITORS AND CHAIR URGED CANADA RECONSIDER POSITION IN 
ORDER PARTICIPATE FULLY IN THIS UNIQUE CASE. 

6. U.S. SHARE: ACCORDING TO PRELIMINARY BANK DATA, 
PROPOSED U.S. SHARE OF DEBT RELIEF WOULD BE AS FOLLOWS: 

(IN $ MILLIONS). 


YEAR 

RELIEF TOTAL 

US SHARE OF TOTAL 

1974-75 

175.0 

56.9 

32.5 

1975-76 

175.0 

55.0 

31.4 

1976-7 

175.0 

56.9 

32.4 

1977-78 

125.0 

41.9 

33.5 


650.0 210.6 32.4 


7. WHAT NOW?: THE DRAFT "MEMORANDUM OF UNDERSTANDING" 
NEGOTIATED BETWEEN GOP AND IBRD WILL BE REVISED BY THE 
BANK TO REFLECT CREDITOR SUGGESTIONS AND SUBMITTED TO 
GOP FOR APPROVAL. TO SPEED FINAL SETTLEMENT, BANK RE- 
QUESTS CREDITORS INFORM IT NLT JUNE 21 AS TO WHETHER 
PROPOSAL CAN BE OFFICIALLY ACCEPTED. ALL INDICATIONS 


Deciassified/Reieased US Department of State EO Systematic Review 30 JUN 2005 



Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 


POINT TO SETTLEMENT PRIOR TO 30 lUNE. 

8. COMMENT: THE EOUR- YEAR $650 MILLION PACKAGE, 

BROKEN DOWN INTO $175 MILLION EOR THREE YEARS AND $125 
MILLION IN THE FOURTH YEAR, IMPLIES A U.S. SHARE 
TOTALING $110 MILLION IN DISCOUNTED PRESENT VALUE. 

THE DISCOUNTED PRESENT VALUE OF AID "DISPUTED DEBT" 
OVER NEXT SIX YEARS IS APPROXIMATELY $1 14 MILLION. THUS 
$650 MILLION PACKAGE AS IT NOW STANDS COULD BE ACCEPTED 
LIMITED OEEICIAL USE 
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WITHIN USG INTER-AGENCY CONSTRAINTS, INCLUDING THAT OP 
LIMITING DEBTS TO BE RESCHEDULED TO AID DEBT "IN 
DISPUTE." 

BROWN 


LIMITED OEEICIAL USE 


NNN 


Deciassified/Reieased US Department of State EO Systematic Review 30 JUN 2005 



Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 


Message Attributes 


Automatic Decaptioning: X 

Capture Date: 01 JAN 1994 

Channei indicators: n/a 

Current Classification: UNCLASSIFIED 

Concepts: DEBT REPAYMENTS, BANKS 

Control Number: n/a 

Copy: SINGLE 

Draft Date: 14 JUN 1974 

Decaption Date: 01 JAN 1960 

Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Authority: golinofr 
Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 28 MAY 2004 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 19740ECDP14552 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: N/A 

Errors: N/A 

Film Number: D7401 56-0500 
From: OECD PARIS 

Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1974/newtext/t19740644/aaaablqy.tel 

Line Count: 242 

Locator: TEXT ON-LINE, ON MICROFILM 
Office: ACTION EUR 

Original Classification: LIMITED OFFICIAL USE 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 5 

Previous Channel Indicators: 

Previous Classification: LIMITED OFFICIAL USE 
Previous Handling Restrictions: n/a 
Reference: n/a 

Review Action: RELEASED, APPROVED 
Review Authority: golinofr 
Review Comment: n/a 
Review Content Flags: 

Review Date: 03 APR 2002 
Review Event: 

Review Exemptions: n/a 

Review History: RELEASED <03 APR 2002 by izenbei0>; APPROVED <17 JUN 2002 by golinofr> 

Review Markings: 

Declassified/Released 
US Department of State 
EO Systematic Review 
30 JUN 2005 


Review Media Identifier: 

Review Referrals: n/a 
Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
Secure: OPEN 
Status: NATIVE 

Subject: PAKISTAN CONSORTIUM AND DEBT RELIEF 
TAGS: EFIN, EAID, PK, US, IBRD 
To: STATE ISLAMABAD 
Type: TE 

Markings: Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 


Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



